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CONFIDENTIAL STATE 057787 

E.O. 11652: GDS 
TAGS:MASS, SG 

SUBJECT: FY 1977 FMS FINANCING PROGRAM FOR SENEGAL 

REF: A) STATE 035099 B) DAKAR 5060 DTG 061755Z AUG 76 
C) STATE 308154 DTG 2120:4Z DEC 76 

1 . PURSUANT TO REF A , YOU ARE AUTHORIZED TO INFORM GOS 
THAT USG IS PREPARED TO OFFER SENEGAL $8 MILLION IN FY 
1977 FMS FINANCING FOR PROCUREMENT OF MILITARY ENGINEERING 
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EQUIPMENT. THIS FINANCING WILL BE PROVIDED AS GUARANTEED 
LOAN FROM FEDERAL FINANCING BANK (FFB), WHICH IS 
INSTRUMENTALITY OF USG UNDER DIRECTION OF SECRETARY OF 
TREASURY. DEPARTMENT OF DEFENSE WILL PROVIDE GUARANTY TO 
FFB UNDER AUTHORITY OF SECTION 24 OF ARMS EXPORT CONTROL 
ACT. SECTION 24 ALSO REQUIRES GOS TO PAY GUARANTY FEE - 
(IN THIS CASE $20,000 WHEN LOAN IS SIGNED). 
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2. IN EFFORT TO ACCOMMODATE GOS DESIRE FOR TIB ER AT, 

FINANCING TERMS, THIS LOAN IS OFFERED WITH REPAYMENT 
PERIOD OF 12 YEARS, INCLUDING GRACE PERIOD OF 3 YEARS BEFORE 
COMMENCEMENT OF PRINCIPAL REPAYMENT. AS NOTED REF A, 

THESE REPAYMENT AND GRACE PERIODS REPRESENT CONCESSIONAL 
ELEMENTS BECAUSE MOST FMS LOANS RANGE FROM 5 TO 10 YEARS 

AND HAVE ONLY 6 TO 24 MONTH GRACE PERIOD. FFB WILL 
ESTABLISH FIXED INTEREST RATE FOR EACH ADVANCE OF FUNDS. 

THIS RATE WILL BE BASED ON COST OF MONEY TO USG ON DAY 
ADVANCED PLUS FRACTIONAL PERCENTAGE (CURRENTLY 0.125 ) TO 
COVER RISK. RESERVE, AND ADMINISTRATIVE COSTS. AFTER LAST 
DISBURSEMENT, FFB WILL ESTABLISH SINGLE WEIGHTED AVERAGE 
INTEREST RATE FOR SUBSEQUENT APPLICATION AGAINST ALL 
PRINCIPAL OUTSTANDING. INTEREST ON OUTSTANDING PRINCIPAL 
WILL BE PAID EACH MAY 15 AND NOVEMBER 15, COMMENCING 
NOVEMBER 15, 1977. PRINCIPAL WILL BE REPAID IN 19 CON- 
SECUTIVE SEMIANNUAL PAYMENTS (EACH MAY 15 AND NOVEMBER 15) 
COMMENCING MAY 15, 1980. FIRST 18 PRINCIPAL PAYMENTS WILL 
BE $421,000 EACH FOLLOWED BY LAST PAYMENT OF $422,000 ON 
MAY 15, 1989. OTHER TERMS OF LOAN WILL BE DETERMINED BY 
FFB. 

3. ACTION REQUESTED: IN ORDER TO COMPLETE REQUIRED 
PREPARATIONS FOR LOAN AND BE IN POSITION TO UNDERTAKE 
DESIRED CONGRESSIONAL CONSULTATIONS, REQUEST EMBASSY 
OBTAIN FROM GOS ITS PRIORITY LIST OF ENGINEERING ITEMS 
AND THEIR ASSOCIATED APPROXIMATE COSTS TO BE FINANCED 
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UNDER LOAN AGREEMENT. SELECTION WILL PRESUMABLY BE DRAWN 
FROM LIST CONTAINED REF B. REF C PROVIDED OVERVIEW OF 
CURRENT POLICY ON USE OF FMS FINANCING. ADDITIONALLY, 

FMS FINANCING CAN ONLY BE USED TO PURCHASE DEFENSE 
ARTICLES AND SERVICES (ENGINEERING EQUIPMENT QUALIFIES) OF 
US ORIGIN; FMS FINANCING IS NOT AVAILABLE TO PURCHASE 
NON-US ORIGIN ITEMS OR SERVICES, US ITEMS ASSEMBLED 
OUTSIDE OF US, OR LOCAL COSTS FOR ASSEMBLYING US ORIGIN 
ITEMS. 

4. FYI: IF ADVANCES WERE MADE AT THIS TIME, RATE OF 
INTEREST WOULD BE IN RANGE OF 7.5 PCT TO 8.0 

PCT END FYI. 

VANCE 
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